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GERMAN DEMOCRATIC REPUBLIC: KEY ECONOMIC INDICATORS 


hes 
(Money values in millions of GDR Marks except where noted otherwise) p 


Planned 
% Change % Change 
1981 1982 1982/81 1983/82 
Population (thousands) 16,706 16, 702 0.0 
Produced National Income” 196,070 201,040 
Government Expenditures 167,159 182,071 
Industrial Investment 30,279 29,700 


Industrial Worker Productivity 


Retail Turnover, Manufactured Goods 50,835 50,799 


Retail Turnover, Foodstuffs 31,655 Shy tat 


Net Income of Population 124,700 128,100 


Government Price Subsidies in 20,296 24,432 
Consumer Sector 


Production of: 


Machine Tools (million eve)” 2,846 3,076 
Agricultural machinery (million 5,226 J¢ ore 
marks) 

Lignite (million metric tons) 267 276 
Electric Power (kwh) 100.7 102.9 


Foreign Trade (millions of US$):> 
Total Turnover 37979 41,460 
Imports from Non-CEMA Countries 6,917 6,889 
Exports to Non-CEMA Countries 6,966 8,429 


NOTES: (1) The GDR mark (M) is a non-convertible currency, officially 
pegged at 1:1 with the Federal Republic of Germany's mark (DM). The 
GDR mark's relation to the dollar fluctuates with the dollar/DM exchange 
rate. (2) Some figures differ from those reported in previous Trends 
Reports due to revision by the GDR Central Statistical Administration. 
(3) Produced National Income (PNI) is the GDR macro-economic aggregate 
which most closely corresponds to Gross National Product. A major 
difference, however, is the exclusion of most of the service sector from 
PNI. (4) Does not include production of numerically-controlled machine 
tools: 935 units in 1981; 996 units in 1982. (5) GDR foreign trade 
statistics are calculated in a statistical unit knowNas the Valuta Mark 
(VM). US dollar figures have been converted from VM at a rate of VM 
3.5 = $1.00 in this paper, a practice common in Western analysis, 
although the GDR treats the VM as equal to one DM or one M. 





OVERVIEW 


After an extended period of economic growth, the 
economy of the German Democratic Republic (GDR) entered the 
1980s facing a number of difficult problems, including rising 
prices of energy and raw materials, mounting hard-currency 
debts, and reduced availability of foreign credits. These 
problems required the country to make significant adjust- 
ments. Consequently, policies were adopted to promote 
more efficient use of resources, curb western imports, 
and expand hard-currency exports to the West. 


Due in large part to GDR belt-tightening measures, 
produced national income growth fell to 2.5 percent in 1982, 
from 4.8 percent the preceding year. Expansion of industrial 
production also slowed, and, for the first time, new invest- 
ment dropped in absolute terms. In the foreign trade sector, 
however, the GDR managed a noticeable turnaround, achieving 
a trade surplus with the West which enabled the country to 
begin reducing its foreign debt. In the agricultural sector, 
1982 brought the GDR a record grain harvest. 


During the first half of 1983, the produced national 
income growth rate picked up to 4 percent. Industrial pro- 
duction also rose, but expenditures for new investment con- 
tinued to decline. In the foreign sector, the GDR continued 
to run a trade surplus with hard-currency countries, facili- 
tating a further reduction in its foreign debt. In agri- 
culture, preliminary figures indicated that the 1983 harvest 
produced another good grain crop, but poor potato, sugar 
beet, and roughage yields. 


As for US/GDR bilateral trade, during 1982 the United 
States shipped $204 million in corn and other agricultural 
products to the GDR, a substantial reduction from 1981 
levels. This decline may be attributed to both increased 
international competition in credit terms and pricing, as 
well as to GDR efforts to reduce imports and diversify 
suppliers. U.S. manufactured exports during 1982 remained 
small in comparison with agricultural products, less than 
$19 million. GDR exports to the U.S. totalled $54 million 
in 1982, a moderate increase from the previous year. In 
spite of clear differences on a number of political and 
economic issues, both the United States and the German 
Democratic Republic have expressed continued interest in 
seeking practical'ways to improve bilateral trade. 





4 
PART I: RECENT ECONOMIC PERFORMANCE 
A. 1983 SIX MONTHS RESULTS 


GROWTH RATES: After its relative slump in 1982, the 
GDR economy appeared to pick up during the first half 
of 1983. According to official statistics, produced 
national income rose at an annual rate of 4.0 percent, 
compared with 3.0 percent during the first half of 1982. 
The bulk of this improvement was attributed to higher 
labor productivity, which increased 5.3 percent, versus 
3.3 percent during the comparable period in 1982. In- 
formation on retail turnover, the indicator which per- 
formed most poorly in the first half of 1982, was not 
published this year. Some observers assume, therefore, 
that it remained flat or declined. Total investment, 
which declined in 1982, showed little change during the 
first halfrof 1983, 


INDUSTRY: In the dominant industrial sector of the 
economy, production of goods rose 3.8 percent during 

the first six months of 1983, compared with 3.0 percent 
the preceding year. At the same time, unit input of 
energy, raw materials and other stock was claimed to 
have declined more than 7 percent. The government also 
reported a 13 percent increase in "Q" products, that is, 
products claimed to be of "world class" quality which 
can be exported to earn hard currency, 


FOREIGN TRADE: Total GDR exports increased 15 percent 
during the first 6 months in 1983 compared with 1982. 
According to GDR selective 10-month figures, exports to 
the Soviet Union increased 19 percent, while those to 
other socialist countries rose 11 percent. Trade with 
developing nations increased approximately 25 percent, 
but from a very low base. These trends, in combination 
with a continued policy of limiting imports, gave the 
GDR foreign trade surpluses with communist and non- 
communist countries alike during the first half of 1983. 
Although no official figures were released, it is esti- 
mated that the trade surplus with hard currency countries 
was over $500 million during this period. 


FOREIGN DEBT: The continued foreign trade surplus with 
the west undoubtedly facilitated reduction of the GDR's 
total hard currency total debt. Because no official 
statistics are published on this subject, however, the 
size of the debt must be estimated, primarily from figures 
released by the Bank for International Settlements. On 
this basis, western observers have calculated that GDR 





foreign debt, net of reserves, declined from about $6.5 
billion on October 31, 1982 to around $5.5 billion on 

June 30, 1983. (These calculations include neither 
supplier credits, estimated in the neighborhood of $1.5 
billion in mid-1983, nor inner-German "swing credit" debt, 
which is settled by sale of goods rather than hard currency 
payments.) In June 1983 agreement was reached with West 
German banks on the extension of a much publicized West 
German government guaranteed "jumbo loan" to the GDR for 
approximately $400 million. This marked the first unsecured 
new foreign credit to the GDR since June 1981. 


AGRICULTURE: Preliminary figures indicate that GDR agri- 
cultural results for 1983 were mixed. The year's grain 
harvest was above average - approximately 10 million 

tons - but still short of plan targets. Potato and sugar 
beet production, on the other hand, was very disappointing 
due to summer heat and drought. Roughage production was 
also poor, but meat, milk, and egg production appears to 
have improved from 1982 levels. GDR grain import require- 
ments for calendar year 1983 are expected to exceed 3 
million metric tons, with a strong import demand continuing 
through at least mid-1984. 


B. 1982 YEAR-END RESULTS 


GROWTH RATES: Austerity measures implemented in 1981 to 
cope with balance of payments difficulties took their 

toll on GDR growth rates during 1982. Although the economy 
still managed to expand, produced national income growth 
decelerated from 4.8 percent to 2.5 percent. This marked 

a significant departure from trends of the 1970s, when 
economic growth hovered between 4 and 5 percent. From 1981 
to 1982, labor productivity gains also slowed from 5.0 per- 
cent to 3.6 percent, and increases in retail turnover 
slipped from 2.5 percent to 0.5 percent. Total investment 


dropped 6.4 percent in absolute terms, the first such decline 
on record. 


INDUSTRY: In the industrial sector, the expansion of gross 
production slowed from 4.6 percent in 1981 to 2.8 percent 
in 1982. Investment declined 1.9 percent in absolute 
terms, less than for the economy as a whole. Significant 
progress was made, however, in conservation of energy and 
raw materials in the production process, where a reduction 
of such inputs was achieved for the first time. 
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FOREIGN TRADE: According to western estimates, during 
1982 the GDR improved its balance of trade with the West. 
With respect to OECD countries, the GDR swung into a sur- 
plus position for the first time in years, as imports 

were slashed 30 percent to $1.7 billion and exports rose 
10 percent to $2.4 billion. The GDR also achieved a trade 
surplus with non-OECD hard currency countries. In its 
trade with CEMA members and other socialist states, the 
GDR was essentially in balance. Total foreign trade 
turnover increased 14 percent in 1982. 


FOREIGN DEBT: Due in large part to the foreign trade 
surplus with western countries, the GDR in 1982 achieved 

a turnaround in its hard currency foreign debt, which 

had hitherto been building up for several years. Accord- 
ing to western estimates based on BIS statistics, GDR 
foreign debt, net of reserves, declined from approxi- 
mately $8 billion on October 31, 1981 to $6.5 billion on 
October 31, 1982 (excluding supplier credits and West 
German "swing credit" liabilities). As noted above, this 
downward trend continued during the first half of 1983. 


AGRICULTURE: Agricultural results were mixed in 1982. 
The GDR harvested a record grain crop in excess of 10 
Million tons. In contrast, roughage production suffered 
during a dry summer, and total feed supplies were tight 
during the winter of 1982-83. As a result, milk, and 
meat production declined and animal inventories were re- 
duced somewhat. 


PART II: BACKGROUND ON THE GDR ECONOMY 
A. MACROECONOMIC STRUCTURE 


The German Democratic Republic is a country which possesses 
few resources other than reasonably fertile soil, substan- 
tial deposits of brown coal (lignite) and potash, and a 
skilled labor force. The GDR has therefore developed es- 
sentially a processing economy. It purchases raw materials 
primarily from its partners in CEMA (The Council for Mutual 
Economic Assistance), especially the Soviet Union, and con- 
verts them into semi-finished and finished products. The 
GDR exports these items to CEMA countries and, where possi- 
ble, the industrialized West for hard currency. Third 
World markets are important for certain sectors of the GDR 
economy but account for only a minor share of total foreign 
trade. Western deliveries to the GDR consist mainly of 
high-technology machinery and manufactured products, plus 


various raw materials and agricultural products not avail- 
able within CEMA. 
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B. THE CURRENT FIVE YEAR PLAN: GENERAL PRIORITIES AND 
PROGRESS 


In contrast to its CEMA partners, the GDR adopted a 1981-85 
plan setting an ambitious goal of 5.1 percent annual econ- 
omic growth. This was to be achieved almost entirely through 
gains in labor productivity. The GDR has yet to hit this 
target, but the growth which has occurred has, it appears, 
come largely from higher efficiency. 


In this move from "extensive" to "intensive" economic growth, 
the GDR is giving special attention to the practical appli- 
cation of new technologies, particularly in labor-saving 
devices such as industrial robots and micro-electronics. 
Complementing this effort is a stress on more efficient 
energy usage and, wherever possible, conversion from in- 
ported oil and gas to domestic coal. Conservation of raw 


materials through recycling and greater use of by-products 
is also emphasized. 


Since adoption of the current five year plan, the GDR appears 
to have made progress in the above areas. As noted earlier, 
economic growth was achieved in 1982 along with an absolute 
decline in consumption of energy and raw materials. In 
addition, by 1983 domestic coal was meeting 70 percent of 
GDR energy needs. Several qualifications must be made how- 
ever. The sizeable recent increases in labor productivity 
may point as much to substantial "slack" in the economy as 
to anything else. Also, the GDR's modernization efforts 

are inevitably hindered by such austerity measures as curb- 
ing western imports and cutting domestic investment in 

order to relieve balance of payments pressures. 


C. THE 1984 PLAN 


The GDR's published economic plan for 1984 essentially pre- 
sents a continuation of existing policies, Main objectives 
include further reducing energy and raw material consumption, 
increasing domestic raw material production, redeploying 
labor through automation, and improving the GDR's position 

in foreign markets. The plan sets an overall target of 4.4 
percent produced national income growth for 1984. Other 
specific growth targets established by the plan include: 


Industrial goods production - 3.6 percent 

Industrial worker productivity - 3.5 percent 
Personal net money income - 2.2 percent 

Retail turnover - 2.2 percent 

Foreign trade turnover - 5.0 percent 

"Q" products (western quality, intended for export) - 
20.3 percent 





D. FOREIGN TRADE 
As a processing economy, the German Democratic Republic 

is highly dependent upon foreign trade. Although no offi- 
cial figures are available, it appears that about 30 percent 
of production is exported, with a similar percentage of 
East German necessities imported from abroad. Total foreign 
trade turnover increased 9 percent in 1982 to approximately 
41.5 billion dollars (145 billion valuta marks). Of this 
amount 28 percent was with western industrial countries, 

6 percent with developing countries, and 66 percent with 
socialist countries, mainly members of CEMA. 


The Soviet Union is far and away the GDR's largest trading 
partner, accounting for 38 percent of the total. The GDR 
imports primarily raw materials, oil, gas, ores, large in- 
dustrial equipment, and vehicles. In return it exports 
electronics, electrical engineering devices, machine tools, 
chemicals, precision machinery, and consumer goods. In re- 
cent years, the GDR's terms of trade with the Soviet Union 
have worsened significantly due primarily to rising energy 
prices. Trade with other CEMA countries is not as skewed 
toward raw material imports and manufactured exports, but 
still tends in this direction. After the U.S.S.R., princi- 
pal East Bloc trading partners are Czechoslovakia (7.2 per- 
cent of all trade), Hungary (5.3 percent) and Poland (5.0 
percent). 


Trade with the West is dominated by the Federal Republic 

of Germany (including West Berlin, 8.6 percent of total 
trade), followed by Austria (2.1 percent) and France (1.8 
percent). Imports from the West consist of raw materials, 
chemical products, more specialized machinery not available 
from CEMA countries, and agricultural products. Exports 
are centered in chemical refinery products, machine tools, 
light industrial products, and textiles, 


The GDR maintains a special economic relationship with the 
Federal Republic. Intra-German trade is facilitated by a 
financing arrangement known as the “swing credit", which 
approximates a clearing account. This is particularly 
beneficial to small and medium-sized West German firms 
which have little access to export financing. Trade be- 
tween the two German states is also exempted from common 
market quotas, tariffs, and other regulations. 





PART III: IMPLICATIONS FOR THE UNITED STATES 


A. TRENDS IN BILATERAL TRADE 


AGRICULTURE: The GDR bought approximately $204 million of 
U.S. agricultural products in 1982. This represents a 
substantial decrease from 1981 and only half of 1980's 

level. 1983 purchases from the U.S. are expected to show 

a further significant reduction. Corn accounted for over 
two-thirds of agricultural imports from the U.S. Other 

items purchased included soybean meal, wheat, cotton linters, 
canned corn (for human consumption), turkey meat, beef, wine, 
whiskey, tobacco, pork livers, fur skins, and bull semen. 


While the GDR has stated a goal of reducing agricultural 
imports, doing so is highly dependent on the state sector's 
ability to improve domestic roughage and grain production. 
Success will hinge upon both weather conditions and the 
effectiveness of policy implementation. In recent years, 
the GDR has also moved to diversify its agricultural 
suppliers. Increased purchases from Canada, Austria, and 
the Federal Republic of Germany have contributed to the 
above noted loss of market share for the U.S. -While it is 
certain that 1983 GDR grain purchases from the U.S. will be 
less than those of 1982, a rebound can be expected in 1984 
because of a very tight feed supply for the winter of 1983/ 
1984. 


NON-AGRICULTURAL TRADE: Although non-agricultural trade 
between the U.S. and the GDR increased during 1982, it 
remains very limited compared with agricultural trade. 
U.S. exports to the GDR, centered in machinery and trans- 
port equipment, increased from $11.4 million in 1981 to 
$18.8 million in 1982, still less than 10 percent of U.S. 
grain exports. Main constraints upon U.S. exports have 
been a concerted effort by the GDR to reduce hard currency 
expenditures, as well as limited credit availability from 
western banks for Eastern European countries. 


GDR exports to the U.S. came to $53.9 million in 1982, 
compared with $47.7 million in 1981, with shipments con- 
centrated in machinery and other manufactured goods. Be- 
cause the GDR does not enjoy Most Favored Nation status 
in its trade with the U.S., it faces substantial custom 
duties on many products exported to the United States. 





10 


B. DOING BUSINESS WITH THE GDR 


Effective contacts and procedures are crucial to success- 
ful business efforts in the GDR. As in other communist 
countries, however, practices in the GDR differ markedly 
from those in the West due to the near-total state domina- 
tion of the economy. An initial contact with the USA 

Desk in the GDR Ministry of Foreign Trade (Unter den Linden 
48-60, 1080 Berlin) is highly advisable. The Ministry can 


direct a firm to the appropriate GDR foreign trade associ- 
ation. 


Prior to making a visit to the GDR, it is also important 

to obtain appointments for personal calls on key business 
decision makers. The Ministry of Foreign Trade normally 
will arrange appointments for U.S. firms or their repre- 
sentatives. The American Embassy in Berlin will be pleased 
to assist when the need arises. 


Obtaining export credits for business with the GDR has been 
a complex matter, subject to frequent change in recent 
years. Credits are easier to obtain for some products than 
others. Frequently, the GDR will insist upon countertrade 
as part of a package. The best sources of information for 
a given export credit need are major U.S., Canadian, 
European, and Japanese international banks, as well as the 
GDR Foreign Trade Bank (Deutsche Aussenhandelsbank, Unter 
Den Linden 24-30, 1080 Berlin). 


The semi-annual Leipzig Trade Fair offers a major oppor- 
tunity to establish contact with a variety of GDR end-users 
in the industrial sector. In 1984, the Fair will be held 
from March 11-17 and September 2-8. Companies wishing to 
reserve space for business consultations or to exhibit pro- 
ducts should write to the Leipzig Fair Authorities, Leipzig 
Messe Amt, 7010 Leipzig, Markt 11-15, German Democratic 
Republic. 


At the 1984 Spring Fair in Leipzig the U.S. Government will 
have a "Business Facilitation Stand" (BFS) to provide a 
place to hold appointments for those American firms which 
do not have their own stand. The BFS will also display 
graphics from American firms, although it will not have 
space for exhibits. A commercial officer from the U.S. 
Embassy Berlin will be on hand to assist U.S. businessmen. 


Experience has shown that success for a commercial firm at 
Leipzig depends upon prior contacts with GDR officials and 
careful selection of appointments before the Fair begins. 
Accordingly, firms planning to attend the Fair either as 
exhibitors or as visitors should write for appointments to 
the USA Desk of the Foreign Trade Ministry (address noted 
above) about two months prior to the Fair. 
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